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IBRD Loans 


Loan to Peru 


The World Bank on December 19 made a loan 
equivalent to US$5.5 million to Peru to improve road 
transport between the Amazon area in eastern Peru and 
Lima. The loan will cover the foreign exchange costs of 
reconstructing a 105-mile section of the road; in addi- 
tion, it will finance the cost of conducting preliminary 
studies for the improvement of an adjoining 324-mile 
section of the Central Highway. The loan is for 15 years 
and bears interest at 5%4 per cent including the 1 per 
cent commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin on January 1, 1965. 

Grace National Bank of New York is participating in 
the loan, without the World Bank’s guarantee, to the 
extent of $50,000 representing part of the first maturity. 

The total cost of the reconstruction project and of 
the studies for improvement is estimated at the equiva- 
lent of $11 million. The World Bank loan will cover the 
cost of imported services and equipment; a loan of 
$4.5 million authorized by the U.S. Development Loan 
Fund (see p. 611) will cover most of the local currency 
costs; and the Peruvian Government will finance the 
remaining domestic costs. 

Including the new loan, the Bank has made 12 loans 
in Peru totaling $82 million. The earlier loans were for 
road maintenance, for the improvement of the Port of 
Callao, for the development of agriculture, irrigation, 


and electric power, and for the construction of a cement 
plant. 


Loans to Japan 


Two transactions to provide funds to Japanese indus- 
trial companies were announced by the World Bank on 
December 20. 

The First Boston Corpor? vn joined with the World 
Bank to provide $10 million to the Kawasaki Steel 
Corporation, a private Japanese company. The first 
Boston Corporation, acting as bankers for Kawasaki, has 
privately placed with institutional investors $4 million 


of Kawasaki notes. The World Bank made a loan equiv- 
alent to $6 million to The Japan Development Bank, 
which will relend the proceeds to the Kawasaki Steel 
Corporation; it is thus assisting the Kawasaki company 
to enter the U.S. capital market for the first time. 

The World Bank loan is for 15 years and bears 
interest at the rate of 5% per cent annually including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
November 15, 1963. The loan is guaranteed by the 
Government of Japan. 


This is the third World Bank loan for construction of 
new facilities by Kawasaki. A loan of $20 million 
made in December 1956 helped to finance a semi- 
continuous hot strip mill and a cold strip mill, and a 
loan of $8 million in January 1958 was for a blast 
furnace. Both plants are in operation. The new loan will 
be used to finance part of the cost of installing a 
plate mill and auxiliary facilities at the plant. Kawasaki 
has already spent over $40 million on its construc- 
tion program; its total financial requirements during 
the two years ending April 30, 1962 are estimated 
at $52.6 million. 

In the second transaction, Kidder, Peabody & Co., 
Incorporated, joined with the World Bank to provide 
$12.8 million to the Sumitomo Metal Industries, Ltd., a 
private Japanese steel company. Kidder, Peabody & Co., 
acting as bankers for the Sumitomo company, privately 
placed with institutional investors $5.8 million of 
Sumitomo notes. The World Bank made a loan equiva- 
lent to $7 million to The Japan Development Bank, 
which will relend the proceeds to the Sumitomo 
company. 

The loen is for 15 years and bears interest at 
5% per cent annually including the 1 per cent commis- 
sion which is allocated to the Bank’s Special Reserve. 
Amortization will commence on August 1, 1963. The 
loan is guaranteed by the Government of Japan. 





NOTICE 
The News Survey will not be published on December 30, 1960 or January 6, 1961. The next issue will be 
Volume XIII, No. 1, January 13, 1961. 
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New projects in which Sumitomo is currently engaged 
are expected to cost the equivalent of about $160 mil- 
lion. A modern integrated steel plant is being built at 
Wakayama in the Kansai district, and a World Bank 
loan of $33 million made in June 1958 is helping to 
finance the construction of a blast furnace and blooming 


Organization for Economic Cooperation and Development 

The convention establishing the Organization for 
Economic Cooperation and Development (OECD) was 
signed in Paris on December 15. This organization will 
replace the Organization for European Economic Coop- 
eration (OEEC) founded in 1948. In addition to the 
18 European countries which participate in the OEEC 
(Austria, Belgium, Denmark, France, the Federal 
Republic of Germany, Greece, Iceland, Ireland, Italy, 
Luxembourg, the Netherlands, Norway, Portugal, Spain, 
Sweden, Switzerland, Turkey, and the United King- 
dom), Canada and the United States will be members 
of the new organization. The OECD will come into 
being on September 1, 1961 if ratified by 15 countries 
before that date. Like the OEEC, the OECD will be 
governed by a Council of Ministers; decisions on matters 
referred to the Council must be unanimous. The present 
Secretary-General of the OEEC, Mr. T. Kristensen of 
Denmark, will be the Secretary-General. 


The three main objectives of the OECD will be 
(1) to help member countries to achieve the highest 
sustainable rate of economic growth and of employment, 
to increase living standards, and at the same time to 
maintain financial stability; (2) to contribute to sound 
economic expansion not only in member countries but 
also in nonmember countries in the process of economic 
development; (3) to contribute to the expansion of 
world trade on a multilateral, nondiscriminatory basis, 
ir accordance with existing international obligations. 


The OECD will extend and strengthen the OEEC 
practice of consultation on the economic policies of 
member countries, paying special attention to the inter- 
national effects of national policies with a view to 
harmonizing them. The OECD committees mainly con- 
cerned with these objectives will be the Economic 
Policy Committee, the Economic and Development 
Review Committee, the Trade Committee, and the Pay- 
ments Committee. The European Monetary Agreement 
will continue to function under the OECD, although 
Canada and the United States do not participate in it. 
When the new organization comes into being the OEEC 
Code of Trade Liberalization will lapse, but it is ex- 
pected that the OEEC Codes of Current Invisible 
Transactions and of Capital Movements will be main- 
tained, and that the obligations of member countries 
under these Codes will be extended to transactions with 
all members of the International Monetary Fund. 


mill at that plant. The funds now being provided will be 

used to finance part of the cost of a hot strip and plate 

mill, a welded pipe mill, and other facilities. 

Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 
December 19 and 20, 1960. 


The Development Assistance Group set up in the 
summer of 1960 under the auspices of the OEEC will 
be brought under the OECD as the Development Assist- 
ance Committee and will play a major role in formu- 
lating policy on aid to the less developed countries. 


Sources: The Journal of Commerce, New York, N.Y., 
December 14, 1960; Le Monde, Paris, France, 
December 14, 1960; The Economist, London, 
England, December 17, 1960. 


Comparative Labor Costs 


The December letter of the First National City Bank 
of New York presents the results of a comparative 
survey of labor costs in nine countries, published by 
the French National Institute of Statistics and Economic 
Studies. The study compares hourly wage rates in these 
countries as well as the so-called “fringe” benefits or 
social charges. The Bank points out that the figures 
should be interpreted with caution, since statistical prac- 
tices vary from country to country. Generally speaking, 
the benefits include such things as social security contri- 
butions, paid holidays, vacations, sick leave, and private 
pensions. The total labor cost per hour, including fringe 
benefits, for the nine countries listed is lowest in the 
Netherlands and Italy—$0.57 and $0.61, respectively. 
In France, Belgium, Switzerland, Germany, and the 
United Kingdom, it varies from $0.71 to $0.78; in 
Sweden it is $1.08 and in the United States $2.68. 


The proportion of fringe benefits is highest in Italy, 
where these costs represent about 75 per cent of actual 
hourly wage rates. In France, the percentage is more 
than 50, in Germany about 44, in the Netherlands and 
Belgium 30 to 31, in the United States 20.5, in Sweden 
and Switzerland just over 15, and in the United 
Kingdom 14. 


Compulsory contributions to government social secu- 
rity programs form the hard core of social charges in 
European countries. In Italy and France, most of the 
social insurance bill is paid by employers through pay- 
roll taxes. On the other hand, in the United Kingdom 
the cost of paid holidays accounts for half the total 
benefits; the employers’ payroll tax amounts to only 
3.3 per cent of wages. 


While social security costs are the basic fringe items 
paid for by employers in most industrial countries, 





INTERNATIONAL FINANCIAL NEwS SURVEY, December 23, 1960 611 


many firms offer additional benefits of various kinds. 
Some of these are matters of custom, but others were 
added after World War II when trade union demands 
for welfare measures were especially strong. More re- 
cently, the growing prosperity in Europe has caused 
many employers to offer extra benefits to attract and 
hold top-grade employees. 


The Bank suggests that, as a generalization, career 
employees of government, sometimes relatively under- 
paid in terms of actual salary, tend to enjoy the most 
generous fringe benefits. As a second generalization, it 
points out that among industrialized countries fringe 
benefits are likely to be larger where wages are lower. 
Thus the Bank observes that the differentials which 
appear in international comparisons of wages are moder- 
ated when fringe benefits are included. On this point, 
the Times remarks that the differences betweer: British 
and other European wage rates are much narrower 
when the other benefits are included. 


Sources: The First National City Bank of New York, 
Monthly Letter on Business and Economic 
Conditions, New York, N.Y., December 1960; 
The Times, London, England, December 6, 
1960. 


Loans of U.S. Government Agencies 
Export-Import Bank Loans 


The Export-Import Bank of Washington has 
announced the following loans since late October: Octo- 
ber 25, a credit of Rs 20 million (approximately 
US$4.3 million), under P.L. 480, to Seshasayee Paper 
& Board Co., Ltd., of Madras State, India, to help to 
finance the construction of a paper and board mill; 
November 2, a five-year loan of $1.5 million to 
Cristaleria Peldar, Limitada, of Bogota, Colombia, to 
purchase glass-making equipment for the expansion of 
two glass plants and for one new plant; November 7, a 
seven-year loan of $3.4 million to assist in financing 
the sale by the Douglas Aircraft Company of a com- 
mercial jet airliner to Cie de Transports Aériens Inter- 
continentaux of France (the French American Banking 
Corporation of New York will participate in the loan to 
the extent of buying approximately $727,000 of early 
maturities); November 8, a seven-year credit (repay- 
ment to commence in 1963) of $9.3 million to the 
Isuzu Motor Co., Ltd., of Japan, to purchase machinery 
and equipment for a new automotive production plant 
(the Manufacturers Trust Company of New York will 
participate in the early maturities to the extent of 
$660,000); November 11, an eight-year credit (repay- 
ment to begin in 1962) of $12 million to Sociedad 
Mixta Siderurgia Argentina, to purchase steel-making 
materials and equipment to help in completing the 


construction of a plant at San Nicolas; November 18, a 
$10 million loan, repayable over five years, to increase 
the original credit, made in 1959, of $10 million to the 
Industrial Bank of Argentina, which relends the funds 
to small and medium-sized Argentine industries for the 
purchase of capital equipment in the United States (both 
credits have been extended under a $100 million credit 
for Argentina authorized in 1958); November 28, a 
twelve-year loan of $30 million to the Chilean State 
Railways, to purchase U.S. equipment and materials for 
a rehabilitation program for Chile’s railway system; 
December 2, a seven-year credit of $1.8 million to 
Dalmine Sociedad Argentina para la Fabricacién de 
Tubos de Acero of Buenos Aires, a privately owned 
seamless steel pipe manufacturing company, which will 
use the proceeds to purchase equipment in the United 
States. 


Development Loan Fund Agreements 


During the past two months, the signing of the 
following agreements has been announced by the Cevel- 
opment Loan Fund: November 8, $400,000 to the 
privately owned Société pour l’Industrie des Métaux, 
S.A., of Beirut, for the expansion of its aluminum fabri- 
cating plant; November 10, $5.3 million to the Govern- 
ment of Panama to help to meet the local costs of 
building ten new roads (the World Bank is helping to 
finance the foreign exchange costs); November 22, 
$6.7 million to a joint stock company created under the 
auspices of the Government of the Egyptian Region of 
the U.A.R., the loan to be used to construct a plant for 
making pulp out of bagasse, a project with high priority 
under the U.A.R. program for accelerated industrial- 
ization; December 9, six loans totaling $114.1 million 
for railways, steel imports, electricity generation, and 
miscellaneous capital projects and programs in Iadia; 
December 13, $6 million to the Government of Turkey, 
to finance the foreign exchange costs of constructing a 
railway line; December 19, a loan of $4.5 million to the 
Government of Peru, to cover most of the local currency 
costs of improving the easternmost section of the 
Peruvian Central Highway (the World Bank has ex- 
tended a loan to cover the foreign exchange costs; 
see p. 609). 


Sources: The Export-Import Bank of Washington and 
Development Loan Fund, Press Releases, 
Washington, D.C. 


Europe 


Credit Conditions in the United Kingdom 

The total hire-purchase debt in the United Kingdom, 
which stopped rising in August, fell by £7 million in 
October, to £945 million. This compares with an average 





612 INTERNATIONAL FINANCIAL NEWS SURVEY, December 23, 1960 


monthly increase of £25 million in the period from 
November 1955, when all restrictions on hire purchase 
were removed, to April 1960. Most of the decline in 
recent months was in the amount owed to finance 
houses, mainly for motor vehicles. Retail sales in Octo- 
ber were little changed from the monthly average for 
the third quarter. Sales of durable goods continued to 
decline, while sales of clothing and footwear continued 


high. 


Advances of the clearing banks rose slightly in the 
four weeks to mid-November, reflecting, the banks say, 
their efforts to contain their total lending. The average 
liquidity ratio of the clearing banks was 31.3 per cent at 
mid-November, compared with 33.6 per cent a year 
earlier. As the seasonal onset of tax payments early in 
January invariably reduces bank liquidity, the banks 
generally like to build up their liquidity ratio toward 
34 per cent before the beginning of that period, to 
prevent it falling below the accepted 30 per cent mini- 
mum by the end of February. Thus, in the absence of the 
release by the Bank of England of special deposit funds, 
which since August have been 2 per cent of total 
deposits (see this News Survey, Vol. XII, p. 406), the 
banks are faced with the prospect of selling further 
amounts of gilt-edged securities and/or of reducing 
their advances. It is, however, possible that demands on 
the banks to make loans may be less than normal this 
year because of the increased liquidity of many firms 
Part of the explanation of the banks’ current low 
liquidity may be that many firms have bought Treasury 
bills and tax reserve certificates. Payments to British 
shareholders of the Ford Motor Company, following the 
take-over of their interests by the parent U.S. company, 
will tend to ease British bank liquidity. 


Sources: The Times, November 25 and December 7, 
1960, and The Financial Times, December 6, 


1960, London, England. 


Monetary Developments in the Netherlands 

Gold and foreign exchange reserves of the Nether- 
lands Bank rose by the equivalent of about f. 400 million 
(US$106 million) in the first half of 1960; there was a 
further increase in September and October, and at the 
end of the latter month reserves were nearly f. 6.2 bil- 
lion ($1.63 billion), which was more than f. 1 billion 
above the figure at the end of 1959. The sharp rise in 
September and October was due mainly to the repatri- 
ation by private banks of a substantial part of their 
short-term investments abroad; at the end of August 
such investments amounted to f. 2.1 billion. 

The inflow of gold and foreign exchange reserves 
continues to be the main cause of the increase in liquid 


assets in the hands of the public. The transactions of the 
public sector, on the other hand, have had a contraction- 
ary effect. The Government has issued three long-term 
loans, totaling f. 950 million, and aims at further length- 
ening the maturities of the short-term debt by encourag- 
ing the sale of two- to five-year Treasury bills. The local 
authorities, mainly through the Bank for Netherlands 
Municipalities, have taken up substantial amounts of 
long-term funds, part of which has been devoted to a 
further consolidation of the short-term debt. Credit to 
the private sector expanded moderately in the first half 
of 1960, but more rapidly during the third quarter. 


In July, the Netherlands Bank, in response to the 
accelerated repatriation of short-term foreign assets by 
the commercial banks, increased from 7 per cent to 
8 per cent the cash reserves which the banks are required 
to hold interest free with the central bank (see this 
News Survey, Vol. XII, p. 463). By this measure some 
f. 50 million was blocked. The Bank also drained some 
liquid resources away through sales of Trcasury paper, 
but the scope of its open market operations is limited; at 
the end of October, the Bank’s open market portfolio 
amounted to less than f. 200 million. The central bank’s 
basic discount rate has remained unchanged at 32 per 
cent since November 16, 1959; an increase in the rate is 
thought to be impracticable at present since it would 
probably strengthen the inflow of short-term assets from 
abroad. So far, the Netherlands Bank has not considered 
it necessary to put into operation the new monetary 
policy instrument requiring private banks, which extend 
credit beyond a ceiling that the Netherlands Bank can 
impose, to hold interest-free deposits with the central 
bank up to the amount of credits extended above the 
ceiling (see this News Survey, Vol. XII, p. 463). In 
September 1960, however, the Government restricted 
credit available through hire-purchase transactions 
by raising the required minimum downpayments and 
shortening the repayment periods (see this News Survey, 
Vol. XII, p. 556). 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 13, 1960; Amsterdamsche Bank, 
Economisch K wartaaloverzicht, Nos. 128-129, 


Amsterdam, Netherlands, 1960 


Economic Policy in Denmark 

The Governor of the National Bank of Denmark, 
Mr. Svend Nielsen, in a recent speech warned both labor 
and management that full utilization of capacity could 
not be guaranteed regardless of the level of profits and 
that full employment could not be guaranteed irrespec- 
tive of the wage level. If there were a general rise in 
wages without a corresponding increase in production, 
the high and stable level of employment and stable 
prices would be endangered. Denmark is sharply affected 
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by economic conditions abroad, and it will be even 
more exposed to such influences now that it is a member 
of the European Free Trade Association. 


The Governor went on to say that the country is 
again facing a period in which extensive increases in 
incomes must be reckoned with. It is a matter of concern 
that demands are being made for a relaxation of the 
stringent financial policy, and that increases in public 
expenditures which are not matched by increases in 
revenue are being authorized. Although he is not un- 
aware of the fact that a big revenue surplus could cause 
liquidity problems for industry and, especially, for the 
banks, he believes that these problems should be met by 
measures of monetary policy. 


Source: Bgrsen, Copenhagen, Denmark, November 29, 
1960. 


Economic Committees in Norway 

The Norwegian Government has appointed two com- 
mittees in pursuance of the recommendations made in 
September by the Joint Consultation Council composed 
of the commercial banks, the Bank of Norway, and the 
Ministry of Finance (see this News Survey, Vol. XII, 
p. 565). In its National Budget for 1961, the Govern- 
ment has indicated its acceptance of the Council’s 
proposals regarding a framework agreement between the 
authorities and the commercial banks on currency and 
credit policy in the years 1960-64, as well as the other 
recommendations of the Council. A currency and credit 
policy committee, under the chairmanship of Knut Getz 
Wold, Deputy Governor of the Bank of Norway, has 
been given the task of ascertaining what weapons can 
best be used for purposes of currency and credit policy. 
If it finds that the legislation on currency and credit 
policy should be extended and rationalized, it will sub- 
mit concrete proposals on measures to be taken. A sec- 
ond committee will consider questions connected with 
the structure of the banking system; it is asked to assess 
whether the existing structure of the commercial banking 
system is suitable, especially for supplying credit to par- 
ticular districts. This committee is to make proposals 
regarding principles to guide the authorities in approving 
the amalgamation and take-over of banks and the estab- 
lishment of bank branches. The Joint Consultation 
Council also proposed the establishment of a special 
committee to advise on questions that adherence to the 
European Free Trade Association will raise in relation 
to the banks’ lending policies. The Minister of Finance 
will soon appoint to this committee representatives of 
the Bank of Norway, the Banking Association, the Sav- 
ings Banks’ Association, the trade unions, and the 
Norwegian Federation of Industry. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, November 12, 1960. 


Export Guarantees in Spain 

The Spanish Official Gazette of November 8 <1- 
nounced the introduction of an official credit guarantee 
scheme for the export of Spanish goods. Guarantees 
extended under this scheme will cover commercial, 
political, and extraordinary risks originating from the 
delivery of exported goods, as well as damages which 
exporters may suffer in manufacturing, cultivating, 
growing, and storing materials in the period between the 
signing of an export contract and the delivery of the 
goods. Credits extended in connection with export trans- 
actions, and also costs and expenses contractually in- 
curred abroad by exporters, will be covered. The 
guarantee covering commercial risks will in no case 
exceed 75 per cent of total losses suffered, and that 
covering political and extraordinary risks will not exceed 
65 per cent. The scheme will apply to export credits 
with a currency period not exceeding five years. 
Source: Ministerio de Comercio, /nformacién Comer- 


cial Espafiola, Madrid, Spain, November 17, 
1960. 


Austria's Balance of Payments 


Austria’s over-all balance of payments surplus, includ- 
ing unrecorded transactions, during the period January- 
September 1960 amounted to $18.2 million, compared 
with a surplus of $109.6 million during the correspond- 
ing period of 1959. On goods and services account there 
was a deficit of $0.9 million, in contrast to a surplus of 
$79.1 million for the corresponding period of 1959. 
Imports increased from $822.6 million in the first three 
quarters of 1959 to $1,037.5 million in the first three 
quarters of 1960, and exports increased from $735.7 mil- 
lion to $854.5 million; these figures take account of the 
net deliveries each year to the U.S.S.R. under the 
compensation agreement (see this News Survey, 
Vol. XI, p. 45). The trade deficit rose from $86.9 mil- 
lion to $183.0 million. Service items, of which net 
receipts of $153.9 million on account of tourism (an 
increase of 6.7 per cent over the first three quarters 
of 1959) were the most important, showed a surplus 
of $182.1 million. The net inflow of capital, which in 
the first three quarters of 1959 had amounted to 
$34.7 million, declined to $14.8 million in the first 
three quarters of 1960. 


Source: Osterreichische Nationalbank, Mitteilunce::, 


Vienna, Austria, November 1960. 


Greek Public Domestic Loan 


A Greek Government loan of Dr 750 million 
(US$25 million), the proceeds of which will be used to 
finance productive investments within the framework of 


the economic development program, was opened for 
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public subscription during the week ended November 21 
and was oversubscribed. Because of the large demand 
for the bonds by private individuals, participation in the 
subscription by various social security funds was reduced 
to only Dr 67 million. The success of the new issue is 
attributed to the restoration of confidence in the 
drachma and to the advantageous terms of issue. The 
new bonds, which are expressed in drachmas and 
U.S. dollars, are repayable in 12 years, carry an interest 
rate of 5 per cent per annum, and have attractive lottery 
features. The bonds are exempt from inheritance tax, 
and the accruing interest and lottery profits are exempt 
from income tax. Other privileges include the obligation 
of banks to grant, upon presentation as collateral of at 
least 100 bonds (each having a nominal value of 


Dr 150), loans up to 60 per cent of the value of the 
bonds. 


This loan represents the second postwar attempt of 
the Government to channel voluntary savings to public 
productive investment. The first attempt was made in 
1954 when a loan of Dr 300 million was issued. The 
success of the new loan, in conjunction with several 
successful issues since 1958 of the Public Power Corpo- 
ration, points to the substantial progress made in recent 


years toward the development of a capital market in 
Greece. 


Sources: Naftemboriki, November 22, 1960, and Econ- 
omikos Tahydromos, November 24, 1960, 
Athens, Greece. 


Far East 
Thai Budget for 1961 


Thailand’s budget for 1961 will cover the nine months 
from January 1 to September 30; beginning October 1, 
1961, the fiscal year will cover the period October- 
September, instead of a calendar year as formerly. 
According to the message delivered by the Prime Min- 
ister before the Constituent Assembly on November 3, 
1960, the 1961 budget provides for revenues of 
B 5,530 million and expenditures of B 6,660 million, 
leaving a deficit of B 1,130 million to be financed by 
borrowing from the Bank of Thailand and other sources. 


On the expenditure side, priority is given to economic 
services, for which expenditures amount to B 1,578 mil- 
lion, 23.7 per cent of the total. This represents a higher 
proportion than in any previous year and compares 
with 19 per cent in 1959. The economic programs in 
the 1961 budget are based on plans and projects drawn 
up by the National Economic Council, but the amounts 
indicated for each constitute only preliminary figures 
which are subject to allocation by the Budget Office. 
Expenditure for education is estimated at B 1,118 mil- 
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lion, for defense at B 1,072 million, and for debt service 
at B 942 million. 


Receipts from taxes and duties are estimated at 
B 5,045 million, about 90 per cent of total revenue. No 
tax increases are proposed, but efforts will be made to 
improve methods of tax collection and administration. 
Also, there will be a revision of the tax system aimed at 
promoting industrial development. 

On the financing side, the Government is planning to 
abolish the use of overdrafts from the Bank of Thailand. 
Instead, when necessary, Treasury bills will be issued; 
these will bear a higher rate of interest than existing bills 
in order to attract short-term investment by banks and 
at the same time to help to develop a market for govern- 
ment short-term securities. Plans for financing the esti- 
mated deficit of B 1,130 million are as follows: 
B 530 million will represent refinancing of past borrow- 
ing from the Bank of Thailand, included in expenditures; 
B 200 million will consist of new borrowing from that 
Bank; and the remaining B 400 million is expected to be 
derived from security issues. 


Source: The Prime Minister's Speech Introducing the 
2504 (1961) Budget to the Constituent Assem- 
bly, Bangkok, Thailand, November 3, 1960. 


Korea's Trade Program 


Korea’s trade program for the first half of 1961, 
announced on December 1 by the Ministry of Commerce 
and Industry, calls for exports of $50 million and 
imports of $116.7 million; the figure for exports is the 
same as that for the second half of 1960, while the 
figure for imports is $16.7 million higher. The Ministry 
stated that the program emphasizes the liberalization of 
trade by lifting numerous restrictions hitherto imposed 
on both import and export items. However, the retention 
quota system for exports will be continued on the present 
scale until a new exchange system and other financial 
measures are worked out in detail. 

Source: The Korean Republic, Seoul, Korea, Decem- 
ber 2, 1960. 


United States 
Plant and Equipment Outlays in the United States 


Expenditures on plant and equipment in the United 
States during the first quarter of 1961 are expected to be 
at a seasonally adjusted annual rate of $35 billion, com- 
pared with an estimated rate of more than $35% billion 
in the final quarter of 1960. Actual outlays in the sec- 
ond and third quarters of 1960 were at rates of 
$36% billion and $36 billion, respectively. For the 
year 1960 as a whole expenditures are expected to 
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total $35% billion, 10 per cent above 1959 but about 
4 per cent below the estimate made in the early part 
of the year. 


Source: Department of Commerce, Press Release, 


Washington, D.C., December 7, 1960. 


Latin America 


Oil Agreements and Production in Venezuela 


Creole Petroleum, Standard Oil Company of New 
Jersey’s affiliate in Venezuela, has signed a long-term 
contract with Mobil Oil Company de Venezuela, an 
affiliate of Socony Mobil, which will improve the long- 
term market potential for Venezuelan oil. Mobil will 
buy 13,000 barrels of Venezuelan crude oil a day from 
Creole for the next 22% years and will have the option 
to purchase an additional 100 million barrels. For 
Mobil this means an increase of about 10 per cent in its 
Venezuelan off-take, and for Creole an assured long- 
term outlet which partially offsets its loss in the Cuban 
market. For Venezuela the new agreement represents 
the assurance of a stable income over a relatively long 
period of time for a corresponding amount of Vene- 
zuelan production. 


The two oil companies also agreed to develop a part 
of Creole’s concessions in Lake Maracaibo. Mobil will 
finance and operate the development of this underwater 
area for the joint account of both companies and will 
receive 75 per cent of the oil produced, while Creole 
will receive the remaining 25 per cent. 

Venezuela’s oil production from January 1 to Novem- 
ber 23, 1960 averaged 2.85 million barrels a day, an 
increase of 3.24 per cent over the corresponding 
period of 1959. 


Sources: Ministerio de Minas e Hidrocarburos de Ven- 
ezuela, Carta Semanal, Caracas, Venezuela, 
November 26, 1960; The Journal of Com- 


merce, New York, N.Y., December 12, 1960. 


Monetary Policy Changes in Colombia 


The Board of Directors of the Bank of the Republic 
in Colombia adopted on November 24 two resolutions 
embodying certain changes in monetary policy. One 
resolution provides for the lowering of the statutory 
reserve requirements of banks from 23 per cent to 
17 per cent for sight deposit obligations and from 14 per 
cent to 8 per cent for term deposit obligations for the 
period from December 1, 1960 to January 14, 1961. 
This measure is designed to alleviate the strained cash 
position of Colombian banks during a period of sharp 
seasonal decline in deposits. 


The second resolution regulates the growth and direc- 
tion of bank credit for the year ending February 1961. 


First, the rate of 8 per cent a year for the expansion 
of bank assets, which was allowed for the period 
February-December 1960, will be raised to 12 per cent 
and be applicable to the full year February 1960- 
February 1961. It is estimated that this change will 
make possible an additional expansion of bank credit 
of the order of Col$165 million. Of the increase for the 
entire year ending February 1961, 50 per cent is to be 
used for industrial and agricultural development and for 
loans to small and medium-sized industrial units; 30 per 
cent is to be used to finance warehouse receipts for 
specified goods of domestic production; and the remain- 
der is to be used for ordinary credit purposes. 


Source: Banco de la Repidblica, 


Colombia, November 1960. 


Revista, Bogota, 


Inter-American Development Bank Mission to Bolivia 


The Inter-American Development Bank (IDB) has 
sent a technical assistance mission to Bolivia to study 
Bolivia’s mineral production and agricultural credit 
facilities. Felipe Herrera, President of the Bank, stated 
that the mission, which was requested by the Bolivian 
Government, will study problems connected with the 
Corporacién Minera de Bolivia (COMIBOL), the 
Banco Minero, and the Banco Agricola. Because of the 
importance of mining in the Bolivian economy, the 
Government is giving high priority to the solution of 
the problems of COMIBOL and of the Banco Minero. 

The studies and recommendations of the mission are 
expected to be transmitted to the Bolivian Government 
in approximately three months, and to be useful in the 
subsequent preparation by Bolivia of specific projects 
for consideration by international financial agencies. 

In approving the mission, the Board of Directors of 
the IDB emphasized the importance that it attaches to 
the Bolivian request, especially as the mission’s studies 
might lead to a strengthening and diversification of the 
country’s production and its export trade. 


Source: Inter-American Development Bank, Press Re- 
lease, Washington, D.C., November 10, 1960. 


Other Countries 
Overseas Investment in Australia 


In the 12 years to June 1959, foreign investment in 
Australia increased by £A 945 million. During this 
period the composition of the capital inflow changed 
considerably. In 1947-48 “new” funds represented more 
than 80 per cent of the total inflow; but by 1958-59 they 
represented about 46 per cent, the major part of the 
increase in foreign investment in Australia being ac- 
counted for by profits retained in Australia by overseas 
investors. 
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During the 12-year period, North American invest- 
ment amounted to £A 261 million. Of this amount 
about £A 94 million was “new” money and £A 167 mil- 
lion undistributed profits. Earnings actually remitted to 
North America totaled nearly £A 100 million. U.K. in- 
vestment totaled £A 586 million in the 12-year period; 
£A 421 million was “new” money and £A 165 million 
was retained profits. North American firms remitted 
about 38 per cent of total profits in the 12 years to 
June 1959 while U.K. firms remitted about 44 per cent. 


U.K. investment has continued to represent the 
major part of foreign capital in Australia. However, 
North American investment has increased at a faster 
rate than U.K. investment, largely because, the Austra- 
lian Financial Review suggests, of the greater profitabil- 
ity of U.S. investment. 


In 1958-59, the last year for which statistics are 


available, the total inflow of “new” money was about 
£A 55 million, and profits remitted overseas were 
£A 50 million. The Financial Review suggests that in 
1959-60 and following years profits remitted overseas 
may in fact exceed the inflow of “new” money. I: points 


out that foreign investment in Australia has resulted in 
some import replacement, e.g., in the petroleum and 
vehicle industries. In addition, industries in which for- 
eign investment is important are now exporting part of 
their production and thus further assisting the balance 
of payments. This benefit, the Financial Review con- 
cludes, more than outweighs the cost of the additional! 
imports which the expansion in domestic economic 
activity has caused. Furthermore, the Australian econ- 
omy has benefited from the improved technical knowl- 
edge and management skill which the foreign investment 
has engendered. Foreign investment has also led to a 
diversification of Australian industry and to an increase 
in productivity generally. The Financial Review observes 
that the Australian Government is eager to encourage a 
high rate of capital inflow, but it has been concerned for 
some time about the relatively small amount of local 
participation in some foreign enterprises established in 
Australia. 


Source: Australian Financial Review, Sydney, Australia, 
December 8, 1960. 


Amendment to New Zealand Reserve Bank Act 


Introducing recently a Central Bank Act Amendment 
Bill to the New Zealand House of Representatives, the 
Minister of Finance said that it had been hoped to 
have a complete revision of the Act and its amendments, 
but that had not been possible for the present session. 


The Bill declares that it is the sovereign right of the 
Crown to control currency and credit; to give effect to 
this, the Minister of Finance may from time to time 
communicate to the Bank the monetary policy of the 


Government, which is to be directed to the maintenance 
and promotion of economic and social welfare in New 
Zealand, having regard to the desirability of promoting 
the highest degree of production, trade, and employment, 
and of maintaining a stable internal price level. Accord- 
ing to the Bill, the general function of the Reserve Bank, 
within the limits of its powers, shall be to give effect to 
the monetary policy of the Government as communi- 
cated by the Minister. 

The Bank is empowered, on behalf of the Govern- 
ment, to regulate and control money, banking, credit, 
currency, rates of interest for such transactions as may 
be prescribed, the transfer of money to or from New 
Zealand, and the disposal of the proceeds of sale of 
New Zealand products held overseas. Imposed on the 
Bank is the duty to act as adviser to the Government on 
monetary matters, to keep the Government informed on 
measures adopted, and to give effect to the Government's 
monetary policy and to any decision of the Government 
conveyed by the Minister of Finance. The section of the 
Central Bank Act under which the Bank is required to 
give effect to any resolution of the House of Repre- 
sentatives is repealed in the Amendment Bill. 


Provision is made for the Minister to determine the 
relationship between New Zealand currency and sterling 
after consultation with the Governor of the Bank, as it 
has been thought desirable to make it clear that, if any 
Government should wish to make a change, the responsi- 
bility would be on the Government and the Bank, 
whereas up to now the responsibility rested on the 
Bank alone 


The section relating to the control of bank credit and 
interest rates empowers the Bank to give directions to 
trading banks concerning the policy to be followed in 
relation to advances, discounts, investments, and rates 
of interest. This, said the Minister, made explicit what 
had been taken to be implicit in the present law. 
Source: Reserve Bank of New Zealand, New Zealand 

News Review, Wellington, New Zealand, No- 
vember 4, 1960. 


International Financial News Survey, written by mem- 
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